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THE BABCOCK & WILCOX COMPANY 
SIXTY-SIXTH ANNUAL REPORT 


New York, N. Y., February 20, 1947 
TO THE STOCKHOLDERS: 


The Sixty-Sixth Annual Report of The Babcock & Wilcox Company 
covering operations for the year 1946 is submitted herewith. 


The consolidated net profit from operations and investment income 
for the year 1946 amounted to $1,977,976. This amount is after giving 
effect to the estimated refund of prior years’ taxes resulting from the 
excess profits credit carry-back provisions of the Internal Revenue Code. 


Dividends of $1.75 per share were paid during the year. 


The operating results for the year were very disappointing and far 
below expectations because shipments were considerably lower than an- 
ticipated. Barberton Works was shut down sixteen weeks beginning in 
July because of a strike; the tube mills at Beaver Falls and Alliance were 
closed for five weeks in January and February because of the steel strike, 
and the Beaver Falls mill lost approximately four weeks’ production in 
the fall because of the Pittsburgh power strike. In addition and in com- 
mon with almost all fabricators and processors of steel, the Companies’ 
production throughout the year suffered greatly from inadequate steel 
and labor supply. 


While inventories were much larger at the end of the year than at 
its beginning, this was chiefly due to the requirements for a larger vol- 
ume of business and to the receipt of materials during the period of the 
Barberton Works strike. A very large portion of the inventories consists 
wt — and work in progress for specific orders on the Company’s 

s. 


All claims arising from the cancellation of government orders at the 
cessation of the war have been settled. 


Orders closed during the year were greater than in any prior peace- 
time period of the Company’s history. This resulted from the pent-up 
demand accumulated during the war period plus equipment required for 
new projects. Consolidated unfilled orders at December 31, 1946 were 
$113,180,000. While it is expected that the volume of shipments during 
1947 will exceed that for 1946, a substantial part of the unfilled orders 
is scheduled for shipment in 1948. The prospect for new orders in 1947 
is encouraging, but it is not believed that they will equal 1946 bookings. 


Practically all of The Babcock & Wilcox Company’s unfilled contracts 
provide for increase of prices in the event of increases in cost. All of 


The Babcock & Wilcox Tube Company’s unfilled orders are subject to 
the price in effect at the time of shipment. 


During 1946 the Company’s expenditures for property, plant and 
equipment totaled $3,402,000, which included the purchase of the gov- 
ernment-owned welded tube mill at Alliance and certain other government- 
owned facilities. Additional expenditures of $4,524,000 were authorized 
at December 31, 1946 for the purchase of a building for the Company’s 
research and development laboratories, modernization of Barberton Works 
iron foundry and numerous other smaller projects. 


The Company always has many projects in active test work looking 
toward the development of new and improved products. Many of these 
projects require several years to bring them to a conclusion. One such 
typical project centers around a new method of burning coal. Instead 
of burning it on a stoker or in pulverized form, as is customary, the coal 
is introduced into a small furnace, in front of the boiler, as crushed coal. 
This arrangement has produced a very marked reduction in the amount 
of ash deposited on the boiler heating surface and also that discharged 
from the chimney. A much greater proportion is collected in the ash 
pits in a form more easily disposable, in addition to providing for better 
boiler performance through greater cleanliness of the heat absorbing sur- 
faces. As a result of the successful operation of a pilot plant of commer- 
cial size, the Company recently received an order for an installation of 
two large crushed coal burning units from a prominent public utility 
operating company. This is an outstanding example of the successful 
conclusion of a long-term research and development program such as the 
Company is pursuing in several fields. 


There are submitted herewith consolidated statement of financial 
condition as of December 31, 1946, and consolidated profit and loss and 
surplus accounts for the year 1946, of the parent company and its wholly- 
owned subsidiaries, The Babcock & Wilcox Tube Company, A. M. Lockett 
& Company, Limited, and National Drill & Manufacturing Company. The 
report of the auditors, Price, Waterhouse & Co., is attached. There are 
also submitted statements for the year 1945 for purposes of comparison. 


The difficulties under which the Company operated during the year 
were many. To all those throughout the organization who struggled with 
and aided in overcoming them the Board of Directors records its appre- 
ciation and thanks. 


By Order of the Board of Directors 
A. G. PRATT, 
President. 


THE BABCOCK & WILCOX COMPANY 
and Consolidated Subsidiary Companies 


STATEMENT OF FINANCIAL CONDITION 
DECEMBER 31, 1946 
(With comparative figures as at December 31, 1945) 


CurRENT ASSETS 1946 1945 
IID: F scscencngs tencsaninde ects ratio tallieastin eat ieaeetaaniind oe buhd $ 5,779,040 $ 7,117,974 
U. S. Government securities at cost....................... 8,847,000 18,458,475 
Accounts receivable, less reserves (including termi- 
nation claims of $3,077,272 in 1945)................. 10,625,697 14,298,775 
Amounts receivable from U. S. Government for 
rebate of federal taxes and renegotiation 
RTOS hi AE PERE RAT, = Red PRA Iron AO nb Ses 870,628 775,000 
Unbilled shipments and installations, at contract 
oe CN in NERO eR SR er nae To eee 2,861,207 1,774,712 
Inventories at cost, less reserves for obsolescence 
and estimated costs of partial shipments of 
contract WOrk in PrOgresS.........--..c-ceecssses-eeeeeeene 18,934,957 10,849,562 
Advance payments on contracts (deduct)................ (4,459,050) (2,552,147) 
REE CREE IE sot eaters 43,459,479 50,722,351 
LEss 
CurreENT LIABILITIES 
eg eS ne ee A Pai oe SR Se ee ON 3,542,774 3,666,022 
PE TAI y ecec Ata inowctasicinmnnth pitrsceiscsinatbiiesnes 4,392,746 3,245,283 
Provision for additional costs on contracts...... 2,500,000 2,500,000 
Federal income taxes and renegotiation refunds —_ 1,922,279 9,075,884 
Total current liabilities ............................. 12,357,799 18,487,189 
"Wrecmane Chater no 31,101,680 32,235,162 
INVESTMENTS (schedule attached) ~...-.--.----0ssc-e0-+-- 3,287,846 3,684,634 
ACCOUNTS RECEIVABLE FROM U. S. GOVERNMENT 
UNDER EMERGENCY PLANT FACILITY CONTRACT............ 124,515 
PROPERTY, PLANT AND EQUIPMENT (schedule attached)... 7,376,345 4,655,956 
EPID CAS 104,143 119,118 
PIII asi Skids canst eadtaiantbtnaatebcliniilelttnudadicties 1 1 
Total assets less current liabilities............ 41,870,015 40,819,386 
Depuct 
Reserves £06 COMtim@enci€S ....iccsecenececicnsceeesenseecneeneess 5,240,186 5,242,136 
Excess of assets over liabilities and reserves... $36,629,829 $35,577,250 
REPRESENTED BY 
Capital stock, without par value, 1,000,000 shares 
authorized, 681,000 shares issued, less 9,030 
shares in treasury at cost of $200,941.00. $17,399,059 $17,399,059 
Earned surplus, per attached statement.................... 19,230,770 18,178,191 
$36,629,829. $35,577,250 


THE BABCOCK & WILCOX COMPANY 
and Consolidated Subsidiary Companies 


STATEMENT OF PROFIT AND LOSS AND SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1946 


(With comparative figures for the year 1945) 


1946 1945 
Profit on operations, after selling, administrative and 
general expenses, including provision for doubtful 
accounts and notes but before depreciation and 
SEINE porsdsticcsttentietreidieticdardapahoit nena: $ 1,968,269 $11,988,743 
Provision for depreciation and, in 1945, amortization...... 644,335 1,656,493 
1,323,934 10,332,250 
Income from investments, Ct. —......-.--.-c.-.-c-eesecseccecserenseeres 678,042 772,820 
2,001,976 11,105,070 
Estimated federal income tax and, in 1945, excess 
profits tax and estimated renegotiation refund...... 644,000 8,274,000 
Profit before the following refunds.................... 1,357,976 2,831,070 


Estimated refund of prior years’ taxes, resulting trom 
excess profit credit carry-back provisions of the 
Ee Ae ee a, SD ee ee 620,000 
Estimated refund of federal taxes and renegotiation 
payments, resulting from accelerated amortization 


af emersency facies 3... ee 1,200,000 
Balance of net profit for the year, carried 

is: NI i cca Pae ie 1,977,976 4,031,070 

re a a, | ee eee eae 18,178,191 15,323,068 


Adjustment of surplus, resulting from the consolida- 
tion for the first time of a wholly owned subsidi- 


RENE a Se ae eee a ee 250,550 
20,406,717 19,354,138 
Deduct—Cash dividends declared........2...2..2.....ccce--« 1,175,947 1,175,947 


Surplus at end of year, per statement of financial 
a A OE: oe ERC RC MRE CT Le, As OR $19,230,770 $18,178,191 


The Company’s proportion of the net earnings of companies controlled and not consoli- 
dated, less dividends received, was as follows: 1946—$138,267; 1945—$271,710. 


The Company has followed the policy of including in its results from operations an esti- 
mate of profits or losses on uncompleted contracts as the work progresses. 


No provision has been made for possible payments of retroactive wages and liquidated 
damages resulting from portal-to-portal pay suits. It is impossible to determine the 
Company’s liability, if any. 








THE BABCOCK & WILCOX COMPANY 


and Consolidated Subsidiary Companies 


INVESTMENTS 
December 31 
1946 1945 

Stock of wholly owned subsidiary company — not 
CRC RI BE COE aise tasctsnictnnniveeesmenndnianniniaesctlioninie $ $ 397,201 

Stocks of subsidiary companies more than 50% owned 
but not wholly owned, at COSt.............-..-..----0+--seesee-+: 1,997,210 1,997,210 
Stocks and bonds of other companies, at cost................ 2,203,644 2,203,231 
4,200,854 4,597,642 
Beha, msc BEE Caer cca sinclccecnbpectstine cteanasncetapacia 913,008 913,008 
$ 3,287,846 $ 3,684,634 

PROPERTY, PLANT AND EQUIPMENT 

MRD halons isblesnenosteaabandesndsteactsdtaslanicamnsancuiiaonen maelaaps $26,805,889 $24,010,261 
Reserves for depreciation and amortization.................... 19,429 544 19,354,305 


$ 7,376,345 $ 4,655,956 











New York, February 19; 1947 


To the Board of Directors of 
Tue Bascock & WILcox CoMPANY: 


We have examined the statement of financial condition of 
The Babcock & Wilcox Company and consolidated subsidiary 
companies as at December 31, 1946, and the related statement of 
profit and loss and surplus for the year then ended. Our exam- 
ination was made in accordance with generally accepted auditing 
standards applicable in the circumstances, and included such tests 
of the accounting records and other supporting evidence and 
such other procedures as we considered necessary. 


In our opinion, the accompanying statement of financial con- 
dition and related statement of profit and loss and surplus present 
fairly the position of The Babcock & Wilcox Company and con- 
solidated subsidiary companies as at December 31, 1946 and the 
result of their operations for the year, in conformity with gener- 
ally accepted accounting principles applied on a basis consistent 
with that of the preceding year. 


Price, WATERHOUSE & Co. 


BABCOCK & WILCOX PRODUCTS 


WATER-IUBE BOILERS 
For STATIONARY POWER PLANTS 
For MARINE SERVICE 


WATER-COOLED FURNACES 
SUPERHEATERS 
DESUPERHEATERS 
ECONOMIZERS 

Arr HEATERS 
PULVERIZED-COAL EQUIPMENT 
CHAIN-GRATE STOKERS 


Or BURNERS 


THE BABCOCK & WILCOX COMPANY— 


Gas BURNERS 

MULTIFUEL BURNERS 

STACKS AND BREECHINGS 

SEAMLESS AND WELDED TUBES AND PIPE 
REFRACTORIES 

Process EQUIPMENT 


B&W-TOMLINSON 
RECOVERY PROCESS 


PULVERIZERS FOR CEMENT MATERIALS, 
Rock PRODUCTS, AND ORES 


ALLoy CASTINGS 


Works:-Barberton, Ohio; Alliance, Ohio; Augusta, Georgia. 


THE BABCOCK & WILCOx TUBE COMPANY—W ORKS:-Beaver Falls, Pa.; Alliance, Ohio. 


BRANCH OFFICES AND REPRESENTATIVES 


_ ATLANTA 3, GA. - - Candler Bldg. 
BosTON 10, Mass. - - 49 Federal St. 
CHARLOTTE 2, N. C. 141 Brevard Court 
CHICAGO 3, Itt. - - 105 S. LaSalle St. 
CINCINNATI 2,O. - - - Carew Tower 
CLEVELAND 14,0. - - Guardian Bldg. 
Daas 1, TEX. - - Magnolia Bldg. 
DENVER 2, COLO. - 1720 California St. 
Detroir 26, MicH. - - - - Ford Bldg. 
GALVESTON, TEX. - - Guaranty Bldg. 
HousTON 2, TEx. - - - Electric Bldg. 


~ Los ANGELES 13, CALIF, - Richfield Bldg. 
New ORLEANS 7, LA. 

Whitney Bank Bldg. 
New York 6,N.Y. - - 85 Liberty St. 
PHILADELPHIA 2,PA. - - Packard Bldg. 


PHOENIX 1, ARiIz. - - - P.O. Box 271 
PITTSBURGH 19, Pa. - - - Koppers Bldg. 
PoRTLAND 4, ORE. - - - Failing Bldg. 
St. Louis 3, Mo. - - - - - Shell Bldg. 


SALT LAKE City 1, UTAH - Kearns Bldg. 
SAN FRANCISCO 5, CAL. - 450 Mission St. 
SEATTLE 4, WASH. - - - Smith Tower 
SYRACUSE 2,N. Y. - State Tower Bldg. 
WASHINGTON 5, D.C. 

601 - 13th St., N.W. 

SAN JUAN 15, PUERTO Rico 
P. O. Box 3334 
HAVANA, CUBA - - - - *- -* 7 
Edificio Gomez Mena 
Obispo Esquina Aguiar 
HONOLULU 2, T.H. - P. O. Box 2990 




















